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CONFIDENTIAL THE HAGUE 4686 

E.O. 11652: GDS 

TAGS: EFIN, PK, BD 

SUB J : PAKISTAN-BANGLADESH DEBT 

REF: STATE 208687 

SUMMARY: IN GON OPINION, DISPUTED DEBTS ON COMMODITIES SHOULD 
NOT BE WRITTEN OFF, AND GON HOPES THAT PAKISTAN AND BANGLADESH 
WILL NEGOTIATE DIVISION OF DISPUTED DEBT. GON INCLINED TO 
BELIEVE THAT LONG-TERM RE-SCHEDULING OF ENTIRE GOP DEBT 
IS PREFERABLE SOLUTION. END SUMMARY 

1. UPON RECEIPT OF REFTEL WE MET WITH NIERSTRASZ, DEPUTY DIRECTOR 
OF INTERNATIONAL FINANCIAL RELATIONS OF FINANCE MINISTRY, AND 
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LEDEBOER, WHO WORKS WITH W.A. WINCKEL ON DEBT RE-SCHEDULING. 
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THEY STATED THAT WRITE-OFF OF DISPUTED DEBT WOULD BE IN 
DISAGREEMENT WITH TERMS SPECIFIED BY PAKISTAN CONSORTIUM AND 
THAT GOP HAD CLEARLY ASSUMED RESPONSIBILITY FOR SUCH DEBTS 
UNDER INTERIM RE-SCHEDULING AGREEMENT. FURTHERMORE , COST OF 
DEBT WRITE-OFF TO GON WOULD BE MATTER WHICH WOULD ALSO HAVE TO 
BE APPROVED BY PARLIAMENT, WHICH COULD BE VERY DIFFICULT. 

2. OFFICIALS PREFACED CONSIDERATION OF OPTIONS 1 AND 3 BY 
EXPRESSING EARNEST HOPE THAT GOP AND BDG WOULD NEGOTIATE DIVISION 
OF DISPUTED DEBT AS PROVIDED IN TERMS OF INTERIM RE-SCHEDULING 
AGREEMENT. NOTING THAT BDG ACCEPTANCE OF ANY COMMODITY DEPTS 
MAY BE UTOPIAN HOPE AT THIS TIME, THEY HOLD THAT THE TWO PARTIES 
ARE OBLIGATED TO NEGOTIATE THIS MATTER. 

3. LEDEBOER AND NIERSTRASZ COMMENTED THAT DECISION BETWEEN 
OPTIONS 1 AND 3 WOULD DEPEND PRIMARILY UPON ECONOMIC ABILITY 
OF GOP TO ABSORB DEBT SERVICE COSTS. FROM GON VIEWPOINT IT MIGHT 
ALSO DEPEND UPON COSTS TO GON AND THEIR EFFECT UPON AID BUDGET 
CEILING, AND INTERNAL TECHNICAL PROBLEM. IN BALANCE THEY FELT 
THAT OPTION 3 WOULD BE PREFERABLE, BELIEVING THAT IT MAY BE 
REQUIRED BY ECONOMIC CONDITION OF PAKISTAN, IN ADDITION, THEY 
OBSERVED THAT EXPERIENCE SHOWS PARTIAL DEBT RE-SCHEDULING 

AS INSUFFICIENT SOLUTION TO DEBT PROBLEMS, WHICH USUALLY REQUIRE 
REPETITIONS OF RE-SCHEDULING EXERCISE. 

4. TENOR OF DUTCH REACTION CONCERNING BDG PREFERENCE WAS THAT 
BDG WOULD PROBABLY PREFER EITHER OPTIONS 2 OR 3, SINCE 

OPTION 1 WOULD BE INADEQUATE TO THEIR NEEDS. SINCE GON SEES 
LITTLE CHANCE OF CONSORTIUM ACCEPTANCE OF OPTION 2, THEY TENTATIVELY 
CONCLUDED THAT GOP WOULD ALSO PREFER LONG-TERM RE-SCHEDULING 
OF ENTIRE DEBT. 

GOULD 
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